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REPORT TO THE PRESIDENT

United States International Trade Commission,
April 17, 1978.

To the President:
Pursuant to your requests of November 11, 1977, and January 20, 1978, the

United States International Trade Commission has conducted an investigation (No.

{
.

22-41) under subsection (a) of section 22 of the Agricultural Adjustment Act, as
amended (7 U.S.C. 624), with respect to sugar and certain sugar contéining articles.
The purpose of this investigation was to determine whether--

Sugars, sirups, and molasses provided for in items 155.20

155.30, 155.35, and 155.75 of the Tariff Schedules of the

United States (TSUS), and articles provided for in items

156.25, 156.45, 157.10, and 182.98 of the TSUS if contain-

ing sugars, sirups, and molasses of the types described in

items 155.20, 155.30, 155.35, and 155.75 of the TSUS,
are being or are practically certain to be imported into the United States under
such conditions and in such Quantities as to render or tend to render ineffective,
or materially interfere with, the price support operations being conducted by the
U.S. Department of Agriculture for sugar cane and sugar beets, or to reduce substan-
tially the amount of any product being processed in the United States from such
domestic sugar cane or sugar beets.

The Commission instituted its investigation on November 23, 1977, and enlarged
it on January 26, 1978. Notices of Investigation and Hearings were published in the
Federal Register of November 30, 1977 (42 F.R. 60961) and January 31, 1978 (43 F.R.
4126). Public hearings were held on January 4, 1978, in New Orleans, La., on

January 17, 1978, in Minneapolis, Minn., and on February 27 and 28, 1978, in

Washington, D.C.



The information for this report was obtained at the public hearings; from
written briefs submitted by interested parties; through interviews by members of
the Commission's staff with sugar growers, processors, refiners, importers, and
customs officials; from other Federal agencies, State agencies, and State universi-

ties; from responses to questionnaires sent to domestic corn sweetener producers;

and from the Commission's files.



Findings

On the basis of the investigation--

(1) The Commission unanimously finds that sugars, sirups, and

molasses, provided for in items 155.20 and 155.30 of the TSUS, are being

or are practically certain to be imported into the United States under such

Il
i

conditions and in such quantitites as to render or tend to render ineffective,
or materially interfere with, the price support operations being conducted
by the U.S. Department of Agriculture for sugar cane and sugar beets, or to
reduce substantially the amount of any product being processed in the United
States from such domestic sugar cane and sugar beets.

(2) With respect to sugars, sirups, and molasses, provided for in
items 155.35 and 155.75 of the TSUS and articles provided for in items
156.25, 156.45, 157.10, and 182.98 of the TSUS, if containing sugars, sirups,
and molasses of the types described in items 155.20, 155.30, 155.35, and 155.75
of the TSUS-- '

(a) Chairman Minchew and Commissioner Alberger find that such

articles are practically certain to be imported into the United States under

such conditions and in such quantities as to render or tend to render ineffective,
or materially interfere with, the price support operations being conducted by

the U.S. Department of Agriculture for sugar cane and sugar beets, or to

reduce substantially the amount of any product being processed in the United

States from such domestic sugar cane and sugar beets;



(b) Commissioner Ablondi finds that such articles are not being and are

not practically certain to Bé-imported into the United States under such conditions
and in Suéh quantities as to render or tend to render ineffective, or materially
interfere with, the price-support operations being conducted by the U.S. Department
of Agriculture for sugar cane and sugar beets, or to reduce substantially the amount
of any product being processed in the United States from such domestic sugar cane

and sugar beets; and

(¢) Vice Chairman Parker and Commissioners Moore and Bedell make no

finding.



Recommendations

I. With respect to sugars, sirups, and molasses provided for in items
155.20 and 155.30 of the TSUS

Chairman Minchew, Vice Chairman Parker, and Commissioners Bedell and Alberger

recommend, pursuant to the provisions of section 22 of the Agricultural Adjustment
Act, as amended, that, in lieu of Presidential Proclamation 4547, dated January 20,
1978, the President issue a proclamation establishing the following--
(1) For sugars, sirups, and molasses, provided for in items
155.20 and 155730 of the TSUS, if imported for human consumption
or for the commercial extraction of sugar:
(a) If to be further refined or improved in quality: A
fee of 3.6 cents per pound, but not to exceed the statu-
tory limit of 50 percent ad valorem; and
(b) if not to be further refined or improved in quality:
For calender year 1978, and each calendar year
thereafter, quantitative limitations in an aggregate
quantity of 40,000 sho;t tons, raw value;
(2) Whenever, for a period of twenty (20) consecutive
calendar days, the simple average U.S. price of sugar, as
determined by the Secretary of Agriculture, expressed in terms
of 96 degree raw sugar equivalent, is 1 percent or more below
the price~support level (adjusted for interest and storage
charges accruing under the price-support program) established
by the Secretary of Agriculture, quantitative limitations on

such articles in lieu of recommendation (1), as follows:



(a) Chairman Minchew and Commissioner Alberger recommend
that the President establish qﬁantitati&e limitations
pursuant to Heédnote 2 of Subpart A, Part 10, of the
TSUS; and '

(b) Vice Chairman Parker and Commissioner Bedell recom-
mend, pursﬁant to section 22 of the Agricultural
Adjustment Act, as amended, aggregate quantitative
limitations for calendar yeark1978 of 3,100,000 short
tons, raw value, and for each calendar year thereafter,
4,275,000 short tons, raw value, with such quantities

to be adjusted if necessary to achieve the price support

level then in effect; and
(3) allocation of quantitative limitations on such products of
various countries taking into account the provisions of Article
XIII of the General Agreement on Tariffs and Trade, and, when
effective, the International Sugar Agreement 1977.

Commissioner Moore recommends that, in lieu of the emergency import fees

imposed by Presidential Proclamation 4547, dated January 20, 1978, the President
issue a proclamation pursuant to section 22(b) of the Agricultural Adjustment Act,
as amended, establishing effective January 1, 1978, quantitative limitations on
sugars, sirups, and molasses, provided for in items 155.20 and 155.30 of the TSUS,
‘as follows:

For calendar year 1978, an aggregate quantity of 3,100,000

short tons, raw value, and for each calendar year there-

after, an aggregate quantity of 4,275,000 short tons, raw
value.

[l
|

Commissioner Moore further recommends that such quantitative limitations be allo-
cated to such products of various countries taking into account Article XIII of
GATT and in a manner consistent with the provisions of the International Sugar

Agreement, when such Agreement is effective.



Commissioner Ablondi recommends that the President issue a proclamation

pursuant to section 22(b) of the Agricultural Adjustment Act, as amended, estab-
lishing'effective on the date of the proclamation quantitative limitations on
sugars, sirups, and molasses, provided for in items 155.20 and 155.30 of the Tariff

Schedules of the United States (TSUS), in the aggregate quantity of 4,700,000 short

{
‘

tons, raw value, for the 12-month period beginning on the date of the proclamation
and, subject to review by the United States International Trade Commission, for each
12-month period thereafter.

Commissioner Ablondi further recommends that the annual aggregate quantity
specified above should be allocated on the basis of transferable import licenses
to be auctioned by the Secretary of Agriculture from time to time as appropriate
under such regulations as the Secretary of Agriculture shall prescribe, such regu-
lations to provide for the equitable distribution of imports among importers.

IT. With respect to sugars, sirups, and molasses, provided for in items
155.35 and 155.75 of the TSUS and articles provided for in items
156.25, 156.45, 157.10, and 182.98 of the TSUS, if containing

sugars, sirups, and molasses of the types described in items 155.20,
155.30, 155.35, and 155.75 of the TSUS--

Chairman Minchew and Commissioner Alberger further recommend that the procla-

mation to be issued in lieu of Proclamation 4547 establish quantitative limita-
tions 1/ on certain additional sugar containing articles as follows:

(a) Sugars, sirups, and molasses provided for in item
155.35 of the TSUS; for calendar year 1978 and each
calendar year thereafter, quantitative limitations in

an aggregate quantity of 3 million gallons.

1/ To be allocated on the basis described in Commission recommendation (3) above.



(b) Sugars, sirups, and molasses provided for in item

155.75 of the TSUS, except thick soy sauce imported

as molasses; for calendar year 1978 and for each .
calendar year thereafter, quantitative limitations

in an aggregate quantity of 4 million pounds.

(c) Sweetened chocolate provided for in item 156.25 of
the TSUS; for calendar year 1978 and each calendar
year thereafter, quantitative limitations in an aggre-

gate quantity of 3 million pounds.

(d) Sweetened cocoa provided for in item 156.45 of the
TSUS; for calendar year 1978 and each calendar year
thereafter, quantitative limitations in an aggregate

quantity of 600,000 pounds.

(e) Candy and other confectionery provided for in item
157.10 of the TSUS; for calendar year 1978 and each
calendar year thereafter, quantitative limitations in

an aggregate quantity of 150 million pounds.

(f) Edible preparations provided for in item 182.98 of
the TSUS; if containing over 10 percent sugar by
weight, except articles within the scope of other
import restrictions pursuant to section 22 of the
Agricultural Adjustment Act, as amended; for calendar
year 1978 and each calendar year thereafter, quantita-
tive limitations in an aggregate quantity of 50 million

pounds.

Vice Chairman Parker and Commissioners Moore, Bedell, and Ablondi make no

'

I
recommendations for import restrictions on these articles.
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Statement of Vice Chairman Joseph 0. Parker
and Commissioners George M. Moore and Catherine Bedell

In this investigation, we have made an affirmative determination
under sectioﬁ 22 of the Agricultural Adjustment Act, as amended, that
sugars, sirups, and molasses, provided for in items 155.20 and 155.30
of the TSUS, are being, or are practically certain to be, imported
under such conditions and in such quantities as to fendér'or tend
to render ineffective or materially interfere with the price-support
operations of the Department of Agriculture for sugar cane and sugar
beets, or to reduce substantially the amount of any product being
processed in the United States from such domestic sugar cane and
sugar beets. We have made no determination under section 22 with respect
to imports of the other articles covered by this investigation. 1/

In view of our affirmative determination with respect to imports
of sugars, sirups, and molasses provided for in TSUS items 155.20
and 155.30, we are recommending, 2/ under the authority of the pro-
visions of section 22, that the Pfesident, by proclamation, impose

on such articles—~

1/ In our opinion, the Commission investigation did not develop
sufficient relevant information on which to make a proper determination
as to the impact of such imports on the price-support operations in
question. In the absence of such information, the making of any
determination would be premature. If it appears that there is inter-

. ference, there is authority under section 22 to take emergency action
with respect to the products or to institute further investigations.

2/ See Differing Views of Commissioner Moore on page 20.
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(1) 1If imported for human consumption or for
the commercial extraction of sugar:

(a) A-fee of 3.6 cents per pound, but
not to exceed 50 percent ad valorem; or

(b) If such imported articles are not to
be further refined or improved in quality:
An aggregate annual calendar year quota of
40,000 short tons, raw value, beginning with
calendar year 1978;

(2) Subject to a triggering standard or
mechanism, quantitative limitations as follows in
lieu of recommendation (1):

For calendar year 1978: 3,100,000 short

tons, raw value; and

For each calendar year thereafter: 4,275,000

short tons, raw value, to be adjusted
if necessary to achieve the price
support level then in effect; and

(3) Allocation of quantitative limitations on
such products of various countries taking account of
the provisions of article XIII of the General Agreement

of Tariffs and Trade and, when effective, the International
Sugar Agreement.

Background

The present investigation under section 22 of the Agricultural
Adjustment Act, as amended, is the second investigation relating to sugar
conducted by the Commission in the last 2 years, In March 1977, the
Commission transmitted to the President its determination in an
investigation with respect to sugar conducted under section 201 of the

Trade Act of 1974, That investigation was instituted after receipt of a

resolution from the Senate Committee on Finance requesting the investigation.

The investigation was made to determine whether sugars, sirups,
i
and molasses, derived from sugar cane or sugar beets and various types

of flavored and unflavored sugars and blends of sugars were being imported

10
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into the United Sta;es in such increased quantities as to be a
substantial cause of sérious injury, or the threat thereof, to the
domestic industry. The Commission found that imports of articles
under 155.20 and 155.30 were a substantial cause of threat of serious
injury and unanimously recommended quantitative limitations as

necessary to prevent the threat of serious injury found to exist.

i
‘

As stéted in our views, it was our judgment that a quota of 4.275 million
tons would provide a supp1y>of sugar which would reflect an esfimated
price for domestic raw sugar of 13.5 cents per pound. The President

did not put that recommendation into effect.

Since that recommendation, legislation mandating a price-support
program for the 1977 and 1978 crops of sugar cane and sugar beets has
been enacfed, and the President has increased theAduty and imposed fees
on imported sugar. A new International Sugar Agreement has also been
negotiafed.

The present Commission investigation is being conducted under
section 22 of the Agricultural Adjustment Act with different statutory
criteria and objectives than the previous investigation undgr section 201.
The investigation was instituted by the Commission on November 23, 1977,
upon the receipt of a letter from the President which directed the
Commission to make an immediate investigation under section 22 of the
Agricultural Adjustment Act, as amended. In his letter of January 20,
1978, the President directed that the Commission enlarge the scope of

its investigation to include, in addition to sugars, sirups, and molasses

11
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provided for in items 155.20 and 155.30 of the TSUS, various sugar-
containing products,

Thus, in this inv;étigation, the Commission is directed to determine
~Whe£her imports of sugar provided for in the TSUS items listed by
the President are being, or are practically certain to be, imported under
such conditions and in such quantities as to render or tend to render
ineffective or materially interfere with the price-support operations
now being conducted by the Départment of Agriculture for sugar éane
and sugar beets, or to réduce substantially the amount of any product
being processed in the United States from such domestic sugar cane and

" sugar beets.

The price-support program of the Department of Agriculture

The price-support operation presently being conducted by the
Department of Agriculture is a sugar loan program required by section
902 of the Food and Agriculture Act of 1977 (7 U.S.C. 1446) which was
enacted September 29, 1977, and provides, in part, as follows:

The price of the 1977 and 1978 crops of sugar
beets and sugar cane, respectively, shall be
supported through loans or purchases with
respect to the processed products thereof at
a level not in excess of 65 per centum nor
less than 52.5 per centum of parity therefor:
Provided That the support level may in no
event be less than 13.5 cents per pound raw
sugar equivalent.

With respect to section 902, the joint explanatory statement of the
!

committee of conference states:

12
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The Conferees intend that the processed products
of sugar cane. and sugar beets shall .not be sold
by the Commodity Credit Corporation at less than
105 percent of the current support price, plus
reasonable carrying charges. It is not expected,
however, that any outlay of CCC funds will be
required, or that there will be any acquisition of
products of sugar cane or sugar beets. The
Conferees expect that the Executive branch will
utilize existing authority of law to implement
immediately upon, the bill becoming law an import
fee, or duty, which--when added to the current import
duty--will enable raw sugar to sell in the domestic
market at not less than the effective support price. l/

On November 8, 1977, the Secretary of Agriculture announced regulations
for the 1977 sugar crop loan program. 2/ Under the present program, the
Commodity Credit Corporation offers loans to sugar processors at the
rate of 14.24 cents per pound of refined beet sugar and 13.50 cents
per pound of cane sugar, raw value, but only for sugar processed from
sugar beets and sugar cane grown by producers who pay their employees
minimum wage rates as specified by the Secretary of Agriculture. Under
the regulations of the Secretary, the processors are eligible for
loans on "the condition that they pay producers no less than the
applicable support price for the unprocessed commodity and agree to
store the processed commodity during the loan period . . . ." The

regulations contain other requirements with respect to storage and

redemption of the sugar.

1/ Food and Agriculture Act of 1977, Conference Report, H. Rept. No. 95-559
(95th Cong., lst sess.), 1977, p. 174,
2/ 42 F.R. 58731.

13
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The imposition of fees and increased duty by the President

In November 1977,.Fhe world prize of‘raw sugar was less than 8
cents per pound. In oraer‘to prevent interference with the price-
support program of the Department of AgriCulture which‘had just been
put into effect, the President, on November 11, 1977, under émergency
authority in section 22 of the Agricultural Adjustment Act, imposed
variable fees on the importation of sugar. 1/ Under a separate authority
in headnote 2, subpart A, part 10 of schedule 1 of the TSUS, he also
increased the duty on imports of sugar to the maximum extent authorized. 2/
The variable fees imposed under the first proclamation were subsequently
replaced by fixed fees. 3/ Presently, therefore, the landed cost of
raw sugar imported into the United States is subject to a duty of
approximately 2.8 cents per pound and a fee of 2.7 cents per pound,
a total of approximately 5.5 cents per pound. Refined sugar imported
into the United States is subject to a duty of approximately 3 cents
per pound and a fee of 3.22 cents per pound, a total of approximately

6.2 cents per pound.

Interference with the price-support program

In order to determine the effect of import fees and duties upon
the domestic price of sugar in terms of raw sugar equivalents, it
is necessary to estimate the price at which foreign sugar is available

for export to the United States by potential ;foreign suppliers. To the

1/ Proclamation 4538, 42 F.R. 59037.
2/ Proclamation 4539, 42 F.R. 59039.
3/ Proclamation 4547, 43 F.R. 3251.

14
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extent that it is possible to do so, it is estimated that the current
world price for raw sugar is about 7.75 centg per pound.‘l/ Adding
the preéent duty of approximately 2.8 cents per pound, the fee of 2.7
cents per pound, and the cost of insurance and freight from greater
Caribbean p&rts of approximately 0.7 cents per pound increases the
landed cost of raw sugar to approximately 13.95 cents per pound. This
is only slightly above the support price and is below the redemption
level of sugar if placed under price-support loan and not redeemed until
the end of the marketing year.

The domestic sugar problem is further complicated by the in-
- ordinate volume of sugar imported in late 1977 in anticipation of
higher fees and duties. After the announcement of the price-support
program and prior to the effective date of the increased duties
and fees, approximately 1.5 million tons of raw sugar were imported into
the United States. Because of the presence of these large stocks of
lower priced imported sugar, domestically produced raw sugar is being
placed under the loan program. With world production in excess of
world consumption, it is practically certain that, given unrestricted
access to the U.S. market, foreign producers will undersell domestically
produced sugar and force it into the loan program, thereby burdening

and interfering with the price-support program.

1/ The price referred to is the London Daily Spot price adjusted for
shipment from greater Caribbean ports. It may or may not reflect the
actual price of raw sugar offered by a particular producing country.
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The conditions affecting refined sugar also threaten the
U.S. sugar industry. Currently, refined sugar is available in world
markets at prices almagt as low as that of raw sugar. After paying
;he.duties and fees curfently in effect, refined sugar can be imported
at prices well below those which will reflect the minimum levels
required by section 902.

There is no question but that sugars, sirups, and molasses provided
for in items 155.20 and 155.30 are being or are practically certain
to be imported into the United States under such conditions and in such
quantities as to render or tend to render ineffective, or materially
interfere with, the price-support operations being conducted by the U.S.
Department of Agriculture for sugar cane and sugar beets, or to reduce
substantially the amount of any product being processed in the United
States from such domestic sugar cane or sugar beets in the absence of
effective measures which will result in a domestic price equal to

or above the price-support level.

Recommendation

Having made an affirmative determination, the following action, which
we have recommended, is necessary, in our judgment, to prevent the importation
of foreign sugar at such prices and in such amounts from interfering with
the price-support program.

Currently, a duty of approximately 2.8 cents per pound, raw sugar
equivalent, imposed under headnote 2, subpartt A, part 10, schedule 1, of

the TSUS is in effect. An import fee on raw sugar in the amount of

16



17
2.7 cents per pound, resulting from emergency action taken by the President
under section 22, ié'élso in effect. This duty of approximately 2.8
cents per pound and fee of 2.7 cents per pound, in our judgment, will
not result ‘in a price to domestic growers equal to or in excess of the
price-support level. If the prices of sugar offered for export to the
United States continue gt 7.75 cents per pound and other costs remain
constant, an increase in the fee on imports of raw sugar from 2.7 cents
per pound to 3.6 cents per pound, as we have recommended, should result
in a market price for imported raw sugar which would permit the domestic
price to equal or slightly exceed the minimum support level and
thereby prevent interference with the price-support program.

By Proclamation 4547, the President imposed a fee of 3.22 cents per
pound on refined sugar. While this is below the 50 percent ad valorem
maximum to which the President could raise the fees, the current low
prices of refined sugar in world markets make it doubtful whether the
President, under the authority of section 22, could increase this fee
sufficiently to cause the price of imported refined sugar to equal or
exceed the present price-support objectives. Therefore, in order to
prevent imports of refined sugar from interfering with the price-support
objectives for raw sugar, we have recommended the use of a quota to limit
the importation of refined sugar. A minimal quota of 40,000 short tons

is recommended, which is designed to accommodate the border trade between
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the U.S. and Canada. It would not permit entry of refined sugar into
the United States in quantities which will interfere with the price-
support program.

| The success of the use of duties and fees to keep the imported sugar
at a price which will prevent interference with the domestic price-
support level is necessarily dependent upon the price levels at which
exporting countries are willing to offer sugar into the free world
market and the level of transportation and other costs involved.
Such prices and costs are subject to change and are clearly
incapable .of preciée.meaSurement. If, however, the price
of imported raw sugar declines below present levels and if the additional
fees which we have recommended, together with the present maximum duties,
are insufficient to maintain the price of imported raw sugar at or above
the domestic price-support level, we have recommended that quotas be
imposed. It is our recommendation that quotas be imposed if, for a
period of 20 consecutive days, the simple average price of U.S. sugar,
as determined by the Secretary of Agriculture, is 1 percent or more below
the price-support level, adjusted for interest and storage charges
accruing under the price-support program.

In our judgment, if the decline in price threatens to interfere with,

or tend to render ineffective, the price-support program and triggers
the need for quotas, imports should be limited to 3.1 million short tons,
raw value, in 1978. It is estimated that this level of imports, together
with expected production and consumption, would provide a supply-demand

relationship which would maintain the domestic price of sugar at or

18



19
slightly above the price-support levels. We have recommended that, in
the following yearé, the quota be increased to 4,275,000 short tons,
raw value. In our judgment, such a quota level would permit domestic
prices to risg to the price-support level. Sueh a quota could
be adjusted, as appropriate, to take into account such factors as changes
in parity and supply and demand conditions. Should quotas be placed
in effect, we have recomménded that they be allocated by the President
among various countries, after taking into account article XIII of the
General Agreement on Tariffs and Trade and, when effective, the provisions
of the International Sugar Agreement. Pursuant to the request of the
President and the provisions of section 22, the authority under which
this investigation is being made, our recommendation necessarily is
limited to import restrictions authorized by section 22. We
recognize, however, that there is additional authority for the President
to adjust duties and to impose quotas under headnote 2, subpart A,
part 10, schedule 1 of the TSUS would provide greater flexibility to the
President.

The recommendation which we have made will provide full opportunity to
determine if sugar production and sugar prices can be effectively stabilized
for U.S. producers and consumers through the use of the International
Sugar Agreement, and with the use of import duties and fees, but without
the use of quotas. We have, however, included a recommendation for the
use of quotas, as necessary, to protect the interests of U.S. pro-
ducers and consumers in the event the current program is not effective.

We are mindful that, over a long period of years, a quota program achieved

a remarkable degree of stabilization.
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Differing Views of Commissioner Moore

Generally I concur with the views of my colleagues, Commissioners Parker
and Bedell, particularly with respect to the reasons for our finding that
sugar imports interfere with the price-support program.

With respect to recommendations as to remedy, I agree with the need for
quotas as described in recommendation (2) to be placed into effect immeédi-
ately without recourse to the triggering mechanism recommended by my col-
leagues. However, I do not agree that the imposition of an import fee and
an import quota, as described in recommendation (1) (a) and (b)--even to the
maximum authority to impose such a fee--would be adequate to prevent or to
remedy interference with the price-support program.

It is my view that the imposition of a higher fee on sugar would
result in falling world prices, which would make the fee self-defeating.
Because of the statutory limit of 50 percent ad valorem on such a fee and the
fact that sugar transactions are not readily susceptible to valuation under
the applicable provisions of the U.S. customs laws, the higher fee would
cause the U.S. Customs Service and importers administrative problems and
delays which would tend to make the remedy complex and unworkable. In the
light of the volatility of sugar prices and the steadily increasing prices
required for price-support loan redemptions, the probable effect of the
recommended trigger mechanism would be that the quotas would be quickly
triggered in any event. Hence, it is my recommenQation that the quotas be

placed in effect without delay.
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Statement of Chairman Daniel Minchew and Commissioner Bill Alberger

Introduction

This investigation has focused on two aspects of the current problems
facing the domestic sugar ma;ket. The first is the extent to which imports
are being or are certain to be imported in such quantities as to affect
domestic sugar production. The second, and perhaps more crucial aspect of
this case is the extent touwhich such imports are rendering or tending to
render ineffective or materially interfering with the price-support opera-
tions of the Department of Agriculture. :

We have heard testimony from almost every major sugar growers associa-
tion in the United States. Their testimony highlighted the problems now
facing the industry. Costs of production continue to rise. Wages for
agricultural workers, now governed by legislation and USDA regulation, are
as much as 23 percent higher than in 1974. The minimum wage covered by such
regulations will rise 6 percent in 1978. Energy, capital equipment, and land
costs have all gone through a period of severe inflation, and there are signs
Qf further increases.

Meanwhile, domestic producers have been confronted with difficult and
unpredictable market conditions. Since 1974, prices have dropped considerably.
Immediately prior to the first Presidential proclamation, the domestic price
stood at only 10.2¢ per pound; world prices were even lower (7¢ per pound).

With the passage of the Food and Agriculture Act of 1977, 1/ and the subsequent

announcement of import fees, foreign suppliers rushed to make shipments before

1/ 7 U.S.C. 1446.
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such fees became efchtive. The result was an abnormally high volume of
imported sugér, furtier dgpressing domestic prices and creating large
surpluses. Large voiumes of imports are still stockpiled because of this
finflux. Moreover, ap unfortunate delay in the imposition of section 22

fees on refined sugar allowed almost 170,000 short tons to enter the

country at very low prices in November and December. This represents almost
twice the volume of refined sugar imported during all of 1976.

Given such conditions, domestic producers have little hope of recovering
their costs, not to mention any reasonable return on their investment. Most
producers indicated that prices would have to reach 17¢ per 1b. before they
could expect any profit. It is rather safe to say that without some improve-
ment in the market, a large percentage of these producers will be unable to
remain in business. The price-support program established by the Food and
Agriculture Act of 1977 recognizes this fact. Our second concern,
therefore, is with the consequences of such quantities of imports on the
operation of the support program.

At present, almost $300 million has been expended under the price-support

program in the form of direct loans. 1/ Despite this large expenditure, and

the subsequent removal from the market of large amounts of sugar, the domestic

price still has not risen to the redemption level. Witnesses for the Depart-
ment of Agriculture‘conceded that to have these loans repaid a progressively
higher market price must be attained. In,fact,rat a support level of 13.5¢
per pound, and at ll-month maturity on the loans, the domestic price would

need to be at least 15.2¢ per pound in order to have producers recall their

1/ See p. A-11 of the report.
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loans at maturity. With loén payments on the 1977 crop expected to exceed
$555 million, this Commission must consider whether imports threaten to keep
prices so depressedlthat redemption would be urthinkable. If that were the
case, the price-support program would become too costly and the level of
interference section 22 envigions when it refers to "material interference"
with the price-support program would be achieved.

It éppearé,obvious from our investigation that prices will not reach
the support level of 52.5% of parity without the additional measures author-
ized by section 22. In fact, we are coacerned that if the Department of
Agriculture raises the support level from 52.5% of parity to higher levels,
as contemplated by the de la Garza amendment, 1/ the fullest possible use of
section 22 fees may not prevent the dispensing of large sums. It is thus
obvious that absent some aption by the President under section 22, the volume

of imports will tend to render ineffective or materially interfere with the

price-support program.

‘Considerations

Section 22 allows the President to select between import fees of up to
50% ad valorem and quantitative restrictions. He cannot use both simulta-
neously under this statute. 2/ 'Although the President's discretion under

the statute is limited, it is our view that the Commission must both

recommend a particular remedy and make general comments on the merits

1/ 7 u.S.C. 1446.

2/ United States v. Best Foods, Inc. 47 CCPA 163 (1960).
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and drawbacks of wvarious gther approaches the President might adopt. We

thus review the record before us and set forth the relevant considerationms..

Quantitative restrictions.--The overwhelming weight of the testimony

presented to us indicated that quantitative restrictions would be the
fairest, most understandable, and most readily écceétablé fofﬁ 6f reiief;
Nearly every domestic producer‘argued for some type of quoté. MoréOVer,
we heard testimony from exporting associatiohs in 17 foreign countries,
including many of the world's largest exporters, and almost all preférred
some form of quota to the fees now in place.

Quotas receive such strong endorsements for a number of reasons. First,
they assure adequate supplies, &et guard against the likelihood of surplus.
Since both consumption and domestic production are rélativeiy easy to
predict, it is not difficult to assure ample suppiieé at the éupporf level
with an aggregate quota of between 4.2 million and 4.4 million tons. ’Sécondly,
the use of quotas does not prevent imports when world prices rise témporarily
because of fluctuations in currency or shortfalls in output. Final;y, there
are the interests of foreign suppliers to consider. Import fges substantiélly
reduce their profits, causing a severe economic impact in cougtries which
rely on sugar for a substantial portion of their foreign export earnings.
Quotas, on the other hand, can accommodate both the domestic industry and
foreign exporting nations, allowing the latter to benefit from our stablg,y»ﬁ

market prices.

Country-by-country quotas.--Quotas allocated on a cOuntry—by—coﬁntry

basis guarantee some fairness to each exporting nation. We recommend
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that the representative period for the purposes of such allocation be

1974-76, during which the United States was closest to "free trade." If
special circumstances exist, such as weather conditions or economic problems
affecting a country's output during that period, they should be taken into

consideration as provided for in article XIII of the GATT.

Global quotas.--Global quotas tend to favor nearby suppliers, which benefit

from lower shipping costs. Global quotas also tend to favor large exporters,

which can rush great quantities to our market at the beginning of each crop
year. This may result in excessively large imports at the beginning of the
crop year, offset by shortages later. One suggestion for avoiding such a
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